
BY ORDER OF THE COMMANDER
AIR FORCE MATERIEL COMMAND

AFMC INSTRUCTION 65-602

25 AUGUST 1998

Financial Management

UNIFORM REIMBURSEMENT AND PRICING
PROCEDURES

OPR: HQ AFMC/FMPM                                     
(Mr Edward B. Arnold) 

Certified by: HQ AFMC/FMP
(Mr Bernie L. Josten)

Supersedes AFMCI 65-602, 29 Jul 94 and 
AFMCR 177-2, 14 Mar 89

Pages: 34
Distribution: F

This instruction implements AFPD 65-6, Budget.  It provides guidance defining responsibilities and pro-
cedures for budgeting, funding and reporting RDT&E support costs.  Logistic support cost guidance is
provided in AFMCI 21-113, Contract Maintenance Program for Depot Maintenance Business Area
(DMBA), and AFMCI 21-111, Depot Maintenance Business Area (DMBA) Financial Operating Proce-
dures. This instruction gives guidance on use of uniform direct funding, reimbursement and pricing guid-
ance among test centers and laboratories.  It describes funding relationships between AFMC program and
project managers and Office of Secretary of Defense (OSD)-designated (Test and Evaluation (T&E))
activity.  Chapter 2 implements DoDD 3200.11, Major Range and Test Facility Base - Summary of Capa-
bilities, and DoD 7000.14R, Vol 11A, Department of Defense Financial Management Regulation (Reim-
bursable Operations, Policy and Procedures). It applies to Ai r Force Development Test Center
(AFDTC), Arnold Engineering Development Center (AEDC), Air Force Flight Test Center (AFFTC),
tenants and detachments of these T&E activities that require T&E support and managers of AFMC pro-
grams and projects that require T&E support.  Chapter 3 implements programming and budgeting por-
tions of AFI 65-601, Vol 1, Budget Guidance and Procedures. It applies to the Air Force Research
Laboratory (AFRL) technology directorates and research sites formerly located at Armstrong Laboratory
(AL), Phillips Laboratory (PL), Rome Laboratory (RL) and Wright Laboratory (WL).  This instruction
does not apply to funding for base support services that are provided under AFMC intracommand, Air
Force interservice, or interdepartmental support agreements. This instruction does not apply to the Air
National Guard or to US Air Force Reserve units and members.

SUMMARY OF REVISIONS

This revision aligns the instruction with AFPD 65-6 and replaces AFMCR 177-2.  The entire instruction
has been revised and updated.  The command and field organization's names and office symbols have
been changed to reflect the AFMC laboratory consoli dation into AFRL. References to organizations
transferred to other commands have been deleted except for Figure 1.1, OSD-Designated Major Range
and Test Facili ty Base (MRTFB). Attachment 1, Laboratory Reimbursement Guidance Matrix, has been

NOTI CE : This publi cation is avail abl e di gitally on the HQ AFMC WWW si te at: http://
afmc.wpafb.af.mil. If you lack access, contact your Publishing Distribution Office (PDO).
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expanded to include separate rows for overhead/non-military and for reimbursement codes.  Some expla-
nation of terms have been revised.  Public Law 105-85, National Defense Authorization Act for FY 1998,
amended PL 103-160 and 10 U.S.C. 2681, which, as implemented, authorizes US commercial entities to
use MRTFB installations and be charged only direct costs and such indirect costs as determined appropri-
ate by the installation commander by extending this statutory authority to 30 September 2002.  Also, Title
10 U.S.C. 2539b, as implemented, authorizes, under limited conditions, charging persons or entities
(including commercial customers) only direct and indirect costs, sufficient to recoup total cost incurred,
for test services performed at government laboratory facilities.  
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Chapter 1 

REIMBURSEMENT CONCEPTS AND TERMINOLOGY

1.1. Terms Explained.

1.1.1. Ancillary Variable Indirect Costs. Indirect costs that are directly attributable/varies based
customer workload changes.

1.1.2. Basket Program Elements. Program elements consisting of partially or totally independ
projects.

1.1.3. Final Cost Objective.

1.1.3.1. For R&D Activities. The estimated cost of a reimbursable order at a laboratory, b
on acceptance of a funded order to support a customer program, project, task, or work unit

1.1.3.2. For T&E Activities.

1.1.3.2.1. A job order set up at a T&E activity to account for support of a custom
in-house program, project, task, or work unit.

1.1.3.2.2. A specific test facility, such as a sled track, instrumentation site, test and s
aircraft, climatic hangar, or wind tunnel, for which the direct cost will be prorated to job o
(T&E programs, basket program elements, projects, tasks, or work units) in a product s
standard rate.

1.1.4. Fixed Price. A price agreed on by the ordering and federal government performing activ
based on historical cost or other acceptable data. The Job Order Cost Accounting System (JO
or other HQ AFMC/FM-approved cost accounting system must be used to track actual costs.

1.1.5. Institutional Funding. The laboratory or T&E operating costs funded with direct bud
authority (DBA) (i.e., laboratory 06XX projects) which are not directly identifiable to a customer
gram (i.e., indirect costs).

1.1.6. OSD-Designated MRTFB .  The T&E activities are in Figure 1.1.



   25 AUGUST 1998 5

 and
ition, are
osts that
 be used,
nt

ust be

y, and
ear, if

d actual
either

sts that
 com-

sed to
es are

lication
 facil-

nd vali-
Figure 1.1.  OSD-Designated Major Range and Test Facility Base.

1.1.7. Product/Service/Standard Rates. Computed cost rates that are established for products
services and used to determine charges to a job order. Product service/standard rates, by defin
costs prorated across the final cost objectives to which they are applied.  They are average c
can be used in estimating and charging.  Use of these rates is encouraged.  For these rates to
follow specific guidance in DoD 7000.14-R, Vol 4, Department of Defense Financial Manageme
Regulation (Accounting Policy and Procedures), Chapter 20 and AFMC direction  as follows:

1.1.7.1. Either historical data or engineering studies, from which rates can be developed, m
available and included for estimating future inflation.

1.1.7.2. The activity must review and validate all product service rates at least quarterl
update if rates vary from actual costs by plus or minus 5 percent.  At the end of the fiscal y
these material variances (plus or minus 5 percent) between the product service rate an
costs still exists, variances will be distributed to each customer via adjusted billings to 
recoup the shortfall or refund the excess to customers.

1.1.7.3. The rates must be applicable to the product or service.  Product and service co
drastically change or volume that cannot be easily identified will not be considered for rate
putation.

1.1.7.4. The JOCAS II or other HQ AFMC/FM-approved cost accounting system must be u
support the creation or validation of the product service rates, unless Air Force-wide rat
used.

1.1.7.5. Procedures on how the rates are computed, validated, and updated, including app
of future inflation, must be published.  Procedures should include the use of production and
ity capacity in rate development and include engineering studies as a means to develop a

Air Force Activities:
    Air Force Flight Test Center (AFFTC)

    Air Force Development & Test Center (AFDTC)
    Arnold Engineering Development Center (AEDC)
    45th Space Wing
    Weapons Tactical Center (WTC) (Associated Activity)
    30th Space Wing

    46th Test Group (Holloman)

Army Activities:
    Aberdeen Proving Ground
    Dugway Proving Ground
    Electronic Proving Ground
    Kwajalein Missile Range
    White Sands Missile Range
    Yuma Proving Ground
    High Energy Laser Systems Test Facility

Navy Activities:
    Atlantic Fleet Weapons Train ing Facility
    Atlantic Undersea Test and Evaluation Center
    Naval Air Propulsion Center
    Naval Air Test Center
    Naval Air Warfare Center, China Lake (T&E portion only)
    Naval Air Warfare Center, Point Mugu
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date rates when studies are more cost effective or more reliable than historical data
procedures must allow for an audit trail and must be applied uniformly and consistently.  
that cannot be validated within plus or minus 5 percent should not be used.  Update if rat
from actual costs by plus or minus 5 percent after each quarterly review.  The locally docum
procedures should also include the methodology for charging and refunding customer va
between product service/standard rates and actual costs at fiscal year end.  If a rate canno
idated in subsequent years, that rate will be discontinued and actual cost will be used.

1.1.8. RDT&E Management & Support (M&S) Program. M&S programs provide for the opera
tion and maintenance (O&M) of R&D facilities (including R&D laboratories/test centers) 
RDT&E work at Air Force facilities.  These programs are funded by an 06XX project within a 6
6.2 Research category.  General policies and procedures that apply to these programs ar
65-601, Vol 1, Chapters 4 and 10.  M&S programs are sometimes called RDT&E O&M-type pro
In a laboratory, an R&D category 6.2 PE may have both mission projects and an M&S proje
example, mission project 4506 and M&S project 06RA are in PE 62702F (AFI 65-601, Vol 1
13.1).

1.1.9. RDT&E Mission Program. Consists of all RDT&E work done under contract with priva
industry, educational institutions, Federally Funded Research and Development Centers (FF
other government agencies, or accomplished in-house.  (Excludes the laboratories' 06XX 
funding.)  RDT&E mission programs are investment-type programs that improve the Air Force
all mission capability rather than the daily O&M of installations and facilities (AFI 65-601, Vo
para 13.1).

1.1.10. Reimbursable Order. AF Form 185, Project Order ; AF Form 406, Miscellaneous Obliga-
tion Reimbursement Document; DD Form 448, Military Inter-Departmental Purchase Request,
or other actual order for specific requirements.  Reimbursable orders must be supported by va
gation of customer funds or advance deposit of cash from nongovernment customers.  Projec
may be used for contractual services, travel, equipment or other miscellaneous requiremen
these costs are incidental to the overall project order effort (DFAS-DE 7070.2-R, Project Orders).

1.1.11. Test Center/AFRL Technical Directorates Deferrals. Deferrals represent unfunded
amounts due the test centers and AFRL technical directorates (TD) for work accomplished ba
reimbursable orders.  Test centers and AFRL TDs should have established procedures to: 

1.1.11.1. Obtain the activity commander’s written approval to start or continue work pri
receiving funding documents.

1.1.11.2. Track the deferrals or stop work when the test center or TD does not receive f
documents. 

1.1.11.3. Inform customers in advance that work will exceed the amount previously fund
them.

1.1.11.4. Bill customers for all unfunded work accomplished based on reimbursable orders

1.1.11.5. Accomplish a review of deferred unfunded projects three times yearly, at the sam
as the triannual certification review of commitments, obligations, unliquidated obligations
expenditures occurs.

1.1.12. Termination Costs. Costs incurred by a laboratory or T&E activity that are chargeable to
customer/user program if the requirement is terminated.  These are costs incurred after accep
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the project order or reimbursable order, including preparation for test. Costs of customer/user
cancellations, aborts or rescheduling will be included in the termination costs.

1.1.13. T&E. AFI 99-101, Developmental Test and Evauation, defines T&E.

Figure 1.2.  AFMC T&E Activities

1.1.14. Total Operating Program. Consists of the institutionally funded portion (DBA) of the acti
ity and the amount reimbursed  (reimbursable budget authority (RBA)) from the user funds.

1.1.15. Types of Cost.

1.1.15.1. Direct Costs. Expenses that can reasonably, economically, and consistently be id
fied immediately and directly to a customer (user) program, project or a final cost objectiv
that are documented on a job order. "Immediately" and "directly" mean at the time the exp
incurred; for example, when direct labor expense is incurred or when TDY orders are proc
Direct costs may derive from contractor support or work done in-house.  R&D costs ini
incurred in the laboratories' operating programs will be reimbursed by the customer prog
T&E direct costs are limited to those costs funded from a T&E (test center) activity's ope
program. Direct costs include, but are not limited to, the following (which are consistent with
65-601, Vol 1, chap 7, section I):

1.1.15.1.1. Military labor costed at standard rates and accelerated for leave, holiday an
personnel cost factors.  (NOTE: Military labor is not reimbursable from DoD customers/
and a specific category of FMS customers for materials, services and training, based on
of the Arms Export Control Act and DoD 7000.14-R, Vol 15, Department of Defense Finan
cial Management Regulation (Security Asistance Policy and Procedures), para 070104.)

1.1.15.1.2. Civilian Labor. The hourly rate for regular hours, including an acceleration fac
for related personnel benefits such as Federal Insurance Contribution Act (FICA), thrif
ings plans, retirement, life insurance, health benefits, earned leave, and holidays.  Ov
holiday pay, and night differential are figured at the normally authorized rates, witho
acceleration factor.

A F D T C
E g l in  A F B  F L  3 2 5 4 2 -5 0 0 0

(Sen d  fu n d in g  d ocu m en ts to  A F D T C /FM B )
A E D C
A r n o ld  A F B  T N  3 7 3 8 9 -5 0 0 0

(S en d  fu n d in g  d o cu m en ts  to  A E D C /F M B )
A F F T C
E d w a r d s  A F B  C A  9 3 5 2 3 -5 0 0 0

(Sen d  fu n d in g  d ocu m en ts to  A F FT C /F M B )
3 8 8 th  F ig h ter  W in g

H i l l  A F B  U T  8 4 0 5 6 -5 0 0 0
(Sen d  fu n d in g  d ocu m en ts to  A F FT C /F M B )

4 6 th  T es t  G r o u p
H o l lo m a n  A F B  N M  8 8 3 3 0 -5 0 0 0

(S en d  fu n d in g  d o cu m en ts  to  4 6 T G /X P F )
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Equipment, and its maintenance and repair due to usage.  Operating costs of equipme
cated full-time to a customer program.  Costs are determined either through the use of p
service/standard rates for prorating to all users or through actual accounting procedure
dedicated equipment used in direct support of a customer program will be charged base
hourly standard rate. Maintenance costs of test support aircraft and ground support equ
to include a pro rata share of depot maintenance and depot level reparables (DLR).

Miscellaneous contractual services, in-cluding T&E activity O&M contractual services.

Printing, photos, and reproduction.

Proficiency training for a specific customer/user program requirement.

Travel and per diem to support specific user programs.

Transportation cost of supplies and equipment or other materiel identified as direct cost

Technical support equipment and instrumentation required for a particular user or pro
and its installation, maintenance, and removal (if required).

Civil engineering work requirements for a customer.  Includes test facility configura
changes and deconfiguration to return the facility to its original condition.

Facility O&M when the facility is dedicated to a specific user.

Real property leases dedicated to a customer program.

Automated data processing equipment (ADPE) support, including prorated rental and m
nance charges, billed to laboratory or test center customers through product service/s
rates.

Any charges to a laboratory facility or T&E activity for support provided by another organ
tion and directly identifiable to a customer program.

Premission and postmission checkout and calibration.

Planning for the customer program after the customer project order is received.

Utility costs for a customer program if determined by metering, engineering estimates, 
of a standard rate or price for a specific user project or task or other final cost objective. 
costs that reduce unit costs can be prorated across all users. (NOTE: Applicable only if t
oratory or T&E activity must pay for utility costs.)

Contract administration services as defined in Federal Acquisition Regulation (FAR) 42
These are reimbursable only by non-DoD customers.  (NASA will be charged at the h
rate established by DoD according to the DoD/NASA Agreement on Contract Administr
and Related Services.) 

1.1.15.2. Indirect Costs.  Items of cost which are 100 percent attributable to support a miss
not directly  supporting a specific internal project or customer effort (e.g., personnel costs 
the first line of supervision).  They do not produce the primary product or service and are w
direct reporting cost center, that cannot be identified specifically to a single final cost obje
They include institutionally funded operating costs for AFMC laboratory and test center o
tions not reimbursed under the direct cost funding guidance.  For laboratories, these costs 
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grammed and budgeted in the 06XX projects until FY 95 for PL and FY 96 for all o
laboratories.  Indirect costs normally include but are not limited to:

1.1.15.2.1. Labor costs of supervisors, administrative personnel, and support person
directly identifiable to a specific customer program; time spent in general proficiency tra
schools; maintenance; and testing equipment and facilities to keep them in a ready-to-u
tus.

1.1.15.2.2. Material such as administrative supplies and supplies for maintaining labo
equipment.

1.1.15.2.3. Maintenance by contract of general-use equipment.

1.1.15.2.4. Equipment purchased to maintain a level of effort at a laboratory or test cen

1.1.15.2.5. Miscellaneous contractual services not directly identifiable to a customer pro

1.1.15.2.6. Training to gain a level of skill not required for a specific customer.

1.1.15.2.7. TDY travel for supervisory, staff, or administrative duties.

1.1.15.2.8. Transporting supplies and equipment that are not charged as direct cost.

1.1.15.2.9. Utilities (if funded by a laboratory or test center) that cannot be directly iden
to a customer or final cost objective.

1.1.15.2.10. Rental and maintenance charges for ADPE that is not identifiable to a cu
program.

1.1.15.2.11. Maintaining the operational capability of significant test equipment and fac
such as centrifuges and noise measurement chambers.

1.1.15.2.12. Operating or using administrative motor vehicles to maintain a basic le
capability.

1.1.15.2.13. Planning costs, involving management and technical consultation functions
laboratory's or test center's basic mission.

1.1.15.2.14. Communications equipment, and its installation and maintenance, for the n
operation of a laboratory or test center.

1.1.15.2.15. Warmup, setup, and shutdown time when multiple users are involved or
not directly identifiable to a customer or final cost objective.

1.1.15.2.16. Other elements of cost, not identified above, that cannot be immediate
directly identified to a customer or final cost objective.

1.1.15.3. General and Administrative (G&A) Overhead Costs.  Costs that are less than 1
cent attributable to a specific mission and are therefore allocated to all functions/outputs.
support or assist the overall facility as a whole such as housekeeping, operation and maint
contract maintenance, miscellaneous contractual services and general support.

1.1.16. Disposition of Excess Earnings. Reimbursable collections received in excess of reimbu
able obligations are normally returned to the customer (see para 1.1.7.2).  However, if there 
excess funds received and not returned to the customer, excess collections should be depos
Treasury miscellaneous receipt account (DFAS-DE 7010.1-R, General Accounting and Finance Sys
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which
t not be
tems at Base Level). Refunds should be credited to the same appropriation or fund account to 
the previously related expenditure was recorded (AFI 65-601, para 5.11). Excess earning mus
used to finance unfunded institutional (DBA) requirements.
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BUDGETING AND FUNDING FOR T&E AT MAJOR RANGE AND TEST FACILITY BASES 
(MRTFB)

2.1. Funding Guidance for T&E.

2.1.1. T&E activities will be financed on a total operating program basis.  Direct costs of T&E
port provided to users will be funded by the program or project requiring the support and will be
a reimbursement to the performing T&E activity.  Other operating costs, including indirect co
T&E activities, will be institutionally funded or customer-funded depending who the requiring a
ity is (para 2.1.3).  RBA for T&E is available for use only to the extent that reimbursable orde
received, according to DFAS-DE 7200.1-R, Administrative Control of Appropriations. Normally,
reimbursements realized may not include filled orders (earned) in excess of or in the absence
orders received, except as explained in AFMCI 65-603, Official Representation Funds - Guidanc
and Procedures.  In an emergency for federal government customers only, the performing ac
commander (or the comptroller or comparable official, as delegated) may approve starting work
absence of an order, or continuing work in excess of customer funds, by using a MORD up to 9
The approval may be extended only by the commander for an additional 90 days provided th
delay in getting the reimbursable order is justified in writing and the expected date of receipt 
vided in a documented memo  with the commander's or comptroller's approval, costs exceedin
bursable orders will be recorded in RBA funds but will not be billed pending an increase in the
If the order has not been increased sufficiently to cover documented costs within 90  days of o
(180 days if properly extended, documented and approved by the organizational command
excess reimbursable amount will be charged to the T&E activity's DBA according to AFMCI 65

2.1.2. The reimbursable order must be a valid obligation of the customer.  T&E activities do no
to determine that the customer actually recorded an obligation, but there must be a reasonab
ance that a valid customer obligation exists to pay the bill when the order is filled.  When it is 
cally impossible for the customer to provide the completed (signed) order to the performing
activity to support a test on the first day of the fiscal year, if required (para 2.6.2.1), or on the sta
for the services if during the fiscal year, the T&E activity may use AF Form 406, Miscellaneous Obli-
gation Reimbursement Document, to record the reimbursable order information as received by t
phone, electrically transmitted message, and so on.  In order to support the entry on AF Form 4
the T&E activity receives the formal reimbursable order, both the T&E activity and the custome
document the action taken, the date, the amount involved, the reimbursable order number, 
name of the authorizing official. DFAS has issued guidelines for using miscellaneous obligation
bursement documents (MORD) to record obligations and reimbursements by all activities serv
DFAS-DE consolidated operations. These new DFAS procedures include the following:

2.1.2.1. MORDs received must be supported by official documentary evidence, such as 
orders, MIPRs, or contract documents.  Those with insufficient data will be returned wi
action.

2.1.2.2. MORD numbers will be recorded and tracked on official obligation and reimburse
documents.

2.1.2.3. All FMs will establish internal procedures to monitor use of MORDs for recordin
obligations and reimbursements and to correct transactions not properly prepared.
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2.1.2.4. Each MORD will be tracked until official documents are received or the MORD is
celed.

2.1.2.5. Except for recurring monthly expenses,  all comptrollers will be notified in writing if 
cial obligating documents are not received within 60 days of recording the MORD.

2.1.2.6. MORDs will be canceled within 90 days unless the delay in getting the documents
tified in writing and the expected date of receipt is provided.

2.1.3. The comptroller of the T&E performing activity will determine the method of reimbursem
fixed price or cost incurred (DFAS-DE 7070.2-R, Project Orders, discusses this subject). Non-DoD
federal agencies are normally  billed direct costs, including military labor, plus indirect costs in
ing management and other costs (overhead), excluding depreciation, military retirement a
unfunded portion of civilian retirement.  However, while 10 U.S.C. 2681 is in effect, non-DoD 
ernment users will be charged the same as commercial users. Commercial users will be bille
direct costs that are associated with the T&E activities conducted by the commercial entit
attachment 3).  In addition, 10 U.S.C. 2681 allows the contract to include a provision that requi
commercial entity to reimburse for such indirect costs related to the use of the installation as t
retary of Defense considers to be appropriate. The charges to commercial customers are to b
as large as the marginal (additive) cost of providing the service.  The commanders of the Air
major range and test facility bases have been delegated the authority from Secretary of the A
to enter into a commercial contract under 10 U.S.C. 2681 with a domestic concern and determ
amount of indirect costs to charge and include in such a contract provision.  Neither military 
ment, unfunded civilian retirement, asset capitalization, nor depreciation shall be charged to th
mercial customer.  However, there are three exceptions to using the authority under 10 U.S.C
(1) Commercial space launch activity at the 30th and 45th Space Wings will be priced under
sions of the Commercial Launch Act of 1984 (amended in 1988 and 1991); (2) when the use of
activity has been included in a contractual agreement with a commercial user as governme
nished services, the commercial user will be charged based on the category of the contractua
agency executing the contract (DoD 7000.14-R, Vol 11A, paragraph 120203B.5.); and (3) f
governments will be billed full cost, unless a government agreement is in force (treaty, foreign
tary sales (FMS) agreement, or other negotiated agreement) that provides otherwise (also 
1.1.16.1.1). Under exception 2, the commercial customer must provide the performing agenc
the DoD contract number and full text of the requirement paragraph to justify the sponsored cu
receiving a preferential DoD based rate. See FAR 45.302-4. Reimbursable orders will indicate
test effort is in support of FMS (para 2.6.2.2.). Commercial users will meet the requirements 
99-102. In some cases, AFI 61-301, The Domestic Technology Transfer Process and the Office
Research and Technology Application, may apply.  Nonfederal agencies, excluding commercial us
will be billed for full costs. DoD 7000.14-R, Vol 11A, Chapter 4 gives guidance on pricing of ser
provided to nonfederal customers.  FMS customers are covered in DoD 7000.14-R, Vol 15, Ch

2.1.4. Organizational channels for requirements and reimbursements between organizations 
sible test organizations (RTO), participating test organizations (PTO), and other test support or
tions) and customers will be determined during program planning and included in the pro
management plan (PMP). This will include customer responsibility for funding.  Each test org
tion will be responsible for planning, programming, and funding all test support, including su
required of other organizations.  All organizational relationships will be shown in the test ma
ment plan, PMP, or equivalent document. AFI 99-101 describes RTO and PTO responsibilities
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2.1.5. As a rule, users will be billed for costs related to aborts and cancellations. The liability u
will not exceed the direct costs incurred, except for those facilities scheduled in advance for a s
period.  In this case, liability may also include lost reim-bursements, unless the T&E activity is a
schedule a substitute workload.

2.1.6. Reimbursable orders issued by DoD customers on a fixed price basis will cover only c
fiscal year requirements and will provide funding for all effort required during the fiscal year.
actual cost agreements, full funding from all customers is required for the fiscal year effort exce
ing periods of continuing resolution authority when incrementally funded orders are permitted.  
bursable work will not be started until an order is received or known to exist (para 2.1.2).  Eme
or quick response T&E support may be provided in the absence of an order; when approved
T&E activity commander or comptroller (para 2.1.1, also see AFMCI 65-603 for a discussi
appropriation reimbursements). When emergency or quick response support is approved, an A
406 will be prepared based on the information that prompted the approval.  AF Form 406 will in
the amount of effort approved and will be used to support the recording of an unfilled custome
in the accounting records pending receipt of the actual order.  Orders received from state an
governments, foreign governments, corporations, or individuals are recognized only when ca
been received and deposited in the US Treasury, unless this requirement is specifically waived
AFMC/FMF.

2.1.7. Prestatement of capability (pre-SOC) direct costs may be reimbursed.  Costs for mana
and technical consulting, however will be funded institutionally. Test centers should carefully e
ate support provided to differentiate reimbursable pre-SOC from nonreimbursable consulting
Users must be informed in advance when pre-SOC costs will require reimbursement.  Test
commanders are encouraged to make judicious use of the $5,000 waiver authority.  Rough e
needed by users for planning purposes should be limited.  Rough estimates should be funded
tionally by the test organization.

2.1.8. Each program manager is responsible for programming and funding those capital inve
in test capability that are unique to that manager's program.  Issues in this area will be re
according to para 2.4.

2.2. Reimbursement Guidance for Direct Costs . Direct costs are subject to reimbursement accord
to the T&E direct cost funding guidance.  They are defined in para 1.1.16.1 and also include but 
limited to the following:

2.2.1. O&M costs of test and test support aircraft dedicated full time to a user program.  The
nondedicated test and test support aircraft in direct support, to include depot maintenance an
will be charged based on a standard flying hour rate.  

2.2.2. Total contractor costs when the sole purpose of the contractor is to support users of the
ties.  Some examples of these contractor costs to users are G&A expenses, profit, nonproduc
porate direct project costs, and downrange food costs.  Contractor costs will be recorded 
separate cost centers for each contractor.

2.2.3. Any other products and services provided on a product service/standard rate basis.

2.3. Indirect Costs Not Reimbursable by DoD Users. While OSD has authorized reimbursement b
DoD users for ancillary variable indirect costs, those indirect costs which are not related to cha
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workload activity levels are not reimbursable.  These costs must still be funded through DBA.  An
variable indirect costs should be identified and negotiated by the T&E activity with user prior to b
ning the T&E support.

2.4. Capital Test Investments.

2.4.1. Capital test investments include but are not limited to the following:

2.4.1.1. Instrumentation (both internal to weapon systems and ground support).

2.4.1.2. Aerospace vehicles and test beds and their support facilities.

2.4.1.3. Nonexpendable space, airborne, mobile, and static targets.

2.4.1.4. ADPE used primarily to support test or test data processing or used in command a
trol of instrumentation and other test resources.

2.4.1.5. Communications-electronics that support tests.

2.4.1.6. Electronic warfare simulators and computer simulations and models.

2.4.1.7. Ranges (such as gunnery and munitions).

2.4.1.8. Laboratory equipment for test support.

2.4.1.9. Shop equipment for test support.

2.4.1.10. Facilities supporting a technical test mission, including integration facilities and s

2.4.2. All AFMC totally or partially sponsored capital test investments will, to the maximum e
practicable, be sited at AFMC facilities rather than contractor or other DoD locations.  All exem
will be approved through AFMC corporate review.  All proposed capital test investments, rega
of siting or funding status, must be identified  in the annual AFMC Test Investment Planning
gramming Process. 

2.4.3. Program managers will program and budget for those capital test investments determin
unique to their programs' requirements.  T&E activities will program and budget for genera
investments (those necessary to support a wide range of programs).  Program managers, T&E
planners, and test centers of expertise will work together to identify valid requirements and
agreement on programming responsibilities with sufficient lead time so responsibilities c
included in field POM submittals.  When they cannot reach agreement, those issues will be e
through the AFMC corporate review process, with sufficient lead time to allow for corporate re
tion and to allow resolved issues to be included in field POM submittals.  Corporate test inve
decisions will be included in the program baseline.

2.5. Division of Responsibility.

2.5.1. HQ AFMC will:

2.5.1.1. Establish guidance for defining direct and ancillary variable indirect costs and re
questions on definitions of direct and indirect costs.

2.5.1.2. Give guidance on interservice policies and procedures that affect T&E support.

2.5.1.3. Issue instructions for programming and budgeting for T&E.
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2.5.1.4. Set up procedures to ensure effective control, management, and reporting of T&E
by T&E activities and by program and project managers who require T&E support.

2.5.1.5. Issue budget authorizations and operating budget authority to T&E activities and
them as necessary.  RBA will be loaded based on T&E activities' projected requirements.
will be available for funded orders and MORDs (para 2.1.2).

2.5.1.6. Periodically adjust approved operating pro-grams of T&E activities, consistent with
rent or budget year funding actions affecting the requirements of programs and projects sch
for support.

2.5.1.7. Maintain accounting policies and procedures for recording T&E support costs and
bursements due from users of T&E activities.

2.5.1.8. Monitor a JOCAS II operated for MRTFB activities that provides internal reporting
managing and a system for determining the cost of products and services.

2.5.2. Program and project managers who require T&E support will:

2.5.2.1. Identify requirements to the T&E activities that support their programs and pro
Include source of requirement (DoD, other federal agency, or non-federal and commercial o
zation).

2.5.2.2. Program and budget for funding of estimated direct costs of T&E.

2.5.2.3. Issue reimbursable orders to the T&E performing activity, consistent with curren
gram direction, fund availability, and test support requirements. Reimbursement orders will
only current fiscal year requirements and will provide funding for all effort required during th
cal year.  Figure 1.2. shows the AFMC T&E activity addresses for receipt of reimbursable o

2.5.2.4. Promptly inform T&E activities of all changes to planned T&E support requirem
Provide an amended program introduction document (PID) when significant changes oc
when enough minor changes accumulate to be a significant departure in scope or phasing f
current SOC.

2.5.2.5. Promptly prepare amendments for actual cost reimbursable orders to cover cha
costs or to close out completed orders.

2.5.3. AFMC T&E activities designated as RTO for programs and projects providing test supp
program and project managers as follows (this includes arranging for and funding secondary 
from PTOs) will:

2.5.3.1. Give estimates of costs of T&E support promptly to program and project manag
response to identified requirements, including new and amended PIDs.

2.5.3.2. Negotiate written agreements with program and project managers on service to 
formed and estimated funding required by fiscal year for T&E support.

2.5.3.3. Budget for institutionally funded costs (DBA) and anticipated reimbursements (RB

2.5.3.4. Provide required T&E support on receipt of reimbursable orders.  Support may co
at the beginning of a fiscal year for ongoing efforts when receipt of a funded reimbursable o
delayed due only to administrative lag time (para 2.1.2).  However, the provisions of para
2.1.2. must be met.
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2.5.3.5. Provide prompt information to program and project managers on schedule, cost, o
bility changes.

2.5.3.6. Bill users at least monthly for actual costs incurred by the T&E activity identified in
JOCAS II or other HQ AFMC/FM approved cost accounting system. Bill fixed price orders w
30 days following acceptance of the order.  If the customer wants additional detailed inform
on a routine basis, the need for the information will be made known and agreed to during the
tiating stages and any related costs may be charged as a direct reimbursable cost.

2.6. Document Procedures.

2.6.1. Preparing Required Documents .  Initiate required documents any time during the year.  U
a PID, program requirements document (PRD), or SOC; memorandum of agreement (MOA) or
orandum of understanding (MOU); or DD Form 1144, Support Agreement, whichever is proper.

2.6.1.1. The PID or PRD introduces a program, mission, or test to the T&E activity. The P
PRD must include enough information to permit the T&E activity to evaluate its ability to pro
the required support and provide estimates of reimbursable cost and schedule of perfor
Although the initial PID or PRD must be made early enough to permit an alignment of 
between the customer program or project managers and the T&E activities, this will not pre
further refinement and definition of the test requirements before a reimbursable order is issu
work begins.

2.6.1.2. In response to the PID or PRD, the T&E activity will prepare an SOC that describ
T&E activity's ability to provide the T&E support. The amount of detail required may vary bu
a minimum, the SOC must inform the program or project manager of the T&E activity's abil
provide the required support, tentative schedule of accomplishment, estimate of the cost b
year, and statement whether the effort will be completed on a fixed price or actual cost basi
para 2.1.2 for user charges.)

2.6.2. Issuing Reimbursable Orders.

2.6.2.1. Program and project offices of the ordering activities (implementing field activities)
issue reimbursable orders to the T&E activities, through their AFOs, for certification of 
availability, at least 30 days before planned tests start, except for those tests scheduled to
October, in which case project orders are due 1 October.  Amounts issued on reimbursable
will be consistent with the previously negotiated cost for that fiscal year.

2.6.2.2. Separate reimbursable orders will be used for T&E support on individual FMS cas
will include the FMS case/line identifier.  When AF Form 185, Project Order, is used, the FMS
country code, master case, and line number will be shown in item 8 and the complete acc
classification for the FMS case will be shown in item 9.  Although charges on a full-cost bas
normal, there are several situations that may apply to pricing and billing for FMS test supp
which full cost would not be billed.  When the work is performed in connection with an M
under a participatory agreement or other documented special condition or arrangement, 
will be consistent with the provisions of the applicable agreements or documents.  The ba
such special conditions are normally contained in such documents as the letter of offer and
tance, the program management directive, or MOU.  When these conditions exist, sufficien
mation must be provided on the reimbursable order by the ordering component (custom
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permit the performing T&E activity to understand and identify the cost elements that will n
charged.

2.6.3. Changing Costs or Canceling Reimbursable Orders. Changes in test costs after a reimbur
able order is accepted will be negotiated in writing between the user and T&E activity.  If the
bursable order is canceled, the program or project manager must reimburse termination cost
1.1.12 and 2.1.5).

2.6.4. Procedures for Other DoD Services. When an Army or Navy activity provides suppor
AFMC program and project offices and T&E activities will comply with Army and Navy proced
for defining requirements and requesting estimates of direct T&E cost.

2.6.5. Administrative Responsibilities of T&E Activities.

2.6.5.1. Record reimbursable budget authorizations in accounting records as they are re
Accept only properly documented reimbursable orders. Set up reimbursable records accor
AFM 177-370.

2.6.5.2. When known, and consistent with the use of standard rates, cite RBA directly in co
ment and obligation documents.

2.6.5.3. When ordering secondary T&E support from another activity, finance the cost of th
port by issuing a reimbursable order citing the ordering activity's RBA (for FMS, cite the 4E
gation authority from the original tasking) to the supporting activity.  Secondary costs incurr
the performing activity will be billed to the ordering T&E activity.

2.6.5.4. Bill users for reimbursable costs for T&E support.  Use SF 1080, Voucher for Transfers
Between Appropriations and/or Funds, to bill for fixed price agreements or costs recorded
the JOCAS II or other HQ AFMC/FM approved cost accounting system.  For Air Force use
T&E activity will complete and process billing and collection sections of SF 1080.  Informa
provided to support actual cost billings will be limited to data readily available from cost acc
ing records.  When requested on the reimbursable order, a copy of the billing document 
mailed to the program or project manager (customer).  

2.6.5.5. Make sure reimbursable costs for T&E support are not incurred until reimbursable 
or other authorized funding documents are received or until there is reasonable assuranc
valid customer obligation exists. (See paras 2.1.2 and 2.1.6 for exceptions.)

2.6.5.6. Promptly notify managers of programs and projects that are subject to resche
because of acceptance of higher priority effort.  If work has not started on an accepted rei
able order and the T&E activity cannot provide the required T&E support as scheduled fo
valid reason not attributable to the program or project office, the user will be notified and giv
opportunity to withdraw or amend the reimbursable order.

2.6.5.7. Initiate action to amend reimbursable orders with the ordering program or project
when cost of performance or schedule slippage indicates need to decrease or increase th
amount or extend the performance period.  Normally, take action before cost of performan
exceeded 75 percent of the current ceiling amount (DFAS-DE 7070.2 provides guidance o
bursable orders).  Also, review each reimbursable order citing expiring year funds no later t
days prior to end of the fiscal year, and notify the ordering activity in writing if a funding ad
ment is required prior to funds expiration.
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2.6.5.8. Help close out completed reimbursable orders.
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Chapter 3 

BUDGETING AND FUNDING FOR LABORATORY SUPPORT

3.1. Application of Instruction. This instruction applies to the Air Force Research Laboratory (AFR
technical directorates (TD) formerly known as Armstrong Laboratory (AL), Phillips Laboratory (
Rome Laboratory (RL) and Wright Laboratory (WL), all associated technology directorates(attac
2) and to customers receiving services from AFRL.  Customer activities include internal AFRL pro
This instruction is consistent with AFI 65-601, Vol 1, chap 7, section I.

3.2. Laboratory Costs .  According to DoD 7000.14-R, Vol 2B, Chapter 5, para 050201F, work that
be identified to an R&D project will be funded by the R&D project, not by a management and su
(M&S) program.  In-house work,  will be funded by a mission  project rather than by the ope
accounts, such as the 06XX projects of the TDs.  Two types of in-house cost are routinely incurre
AFRL:

3.2.1. One type of cost results from the basic decision to have the laboratory in existence.  T
common support cost, not directly identifiable to any one customer or program. There are two c
ries of this cost type: indirect and/or overhead costs for services funded institutionally; that will 
reimbursed from customer programs unless these costs are associated with internal Advance
nology Development Programs. If so associated, then nonmilitary overhead costs, in addition t
and ancillary variable indirect costs will be charged to these programs .

3.2.2. The other type of cost is immediately and directly identifiable to a customer program.  T
a direct cost that will be financed from the customer programs.  (See attachment 1, column 4.)

3.3. Funding Guidance.

3.3.1. AFMC laboratory operations will be financed on a total operating program basis.  
incurred in support of customer programs will be identified in the laboratory M&S reimburs
account (for example, budget program activity code (BPAC) 691999) and financed from cus
program funds.  (NOTE: An optional exception to the use of BPAC 691999 is that a laboratory's
mural mission programs may be direct cited for nonpersonnel costs.   In general, indirect and o
costs will be institutionally funded in the 6.2 program element.  An exception to this rule is that 
lary variable indirect costs may be charged (attachment 1).  Additionally, AFRL TDs will charge
internal Advanced Technology Development Programs nonmilitary overhead costs, in addi
direct and ancillary variable indirect cost.  RBA is also provided but is available for use only 
extent that reimbursements are realized (DFAS-DE 7200.1-R). Reimbursements realized m
include filled orders (earned) in excess of or in the absence of a valid customer order received
as in AFMCI 65-603. If earnings exceed the amount of funds provided by a customer order, the
excess amount will not be billed against the order; the performing activity will have the 
amended to increase the availability of funds.  If the availability cannot be increased within 3 m
the excess reimbursable amount will be remain in /charged back to the DBA BPAC (AFMCI 65
para 1.4.8).  A reimbursable order must be a valid obligation on the customer records. TDs
have to determine that the customer has recorded an obligation, but must be sure a valid c
obligation exists to pay the bill when the order is filled.  Examples of valid reimbursable orde
project orders, military interdepartmental purchase requests (MIPR), and other orders for s
requirements.  If the U.S. government customer cannot get the completed (signed) reimbursab
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to the performing laboratory on the first day of the fiscal year, or the start date if during the fisca
the performing laboratory may fill out AF Form 406 to record the customer order information 
telephone or electronically transmitted message. Follow guidance in para 2.1.2 for using AF
406.  The performing TD and customer must document the action taken; date; dollar amount;
order, MIPR or other document identification number; and the name of the authorizing official.
information suffices until the performing laboratory gets the formal customer order.

3.3.2. TDs will bill customer programs for reimbursable costs.  Items billed and amounts charg
be consistent with attachment 1.  Commercial customers will follow AFI 99-102 and DFAS-
7000-6, Nuclear Weapon System Safety Studies, Operational Safety Reviews and Safety Rule.  DoD
7000.14, Vol 11A discusses pricing of services for nonfederal government customers.  Foreig
ernments will normally be billed full costs unless an active government agreement to the contra
force (treaty, FMS agreement, or other negotiated agreement). Customer orders will indicat
effort is in support of FMS (DoD 7000.14-R, Vol 11A, Chapter 4).

3.3.3. Customer requirements for laboratory support and estimates of amounts for reimburs
must be determined during the program formulation phase to permit inclusion of like amounts o
in the customer programs and RBA in laboratory operating programs for a given fiscal year.

3.3.4. Customer costs from aborts and cancellations will be negotiated between the performin
ratory and the customer.  The cost will be that which is incurred by the performing laboratory.

3.3.5. Project orders from AFMC activities will provide full funding for all effort required during 
fiscal year, except during periods of continuing resolution authority when incrementally fu
project orders are permitted.  Reimbursable work will not be started until a funded order is rece
known to exist. Emergency or quick-response support for federal government customers, ho
may be provided when approved by the technology  director.  Orders received from state an
governments, foreign governments, corporations, or individuals are recognized only if c
received and deposited with the Treasury (unless specifically waived by AFMC/FMF ).

3.3.6. Costs incurred by performing laboratories for technical consultation during plannin
before actual support of a customer will not normally be charged/billed to a customer.

3.3.7. For project orders, AFRL is a  separate organization or center.

3.3.8. Laboratory reimbursement policies and procedures are similar to those in Chapter 2 fo
centers and ranges.  AFRL technology  directors may, however, waive reimbursements fro
Force customers on a case-by-case basis.  This waiver authority allows technology directorat
tors not to charge for informal support, if they believe reimbursement is inconsistent with pr
business practices.  Generally, informal support is effort a TD  may quickly provide a custome
has not been able to program and budget for the requirement.  Formal support is long-term, 
been programmed and budgeted for by the customer.

3.3.8.1. All nonmilitary support costs (direct, indirect, and overhead) of 6.1 programs w
reimbursed.   

3.3.8.2. The 6.2 PEs will be used for institutional funding.  At each TD, the 6.2 mission su
project will be reimbursed for direct costs of support provided by the TD to all mission projec
which the TD is OPR.  The waiver authority does not apply to mission program support act
within a TD.  For outside customers, reimbursements will be made according to attachm
unless the waiver authority is exercised. In addition, AFRL TDs will reallocate funds and c
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to its internal Advanced Technology Development  Programs nonmilitary overhead costs, in
tion to direct and ancillary variable indirect costs, related to the programs.

3.3.8.3. Between TDs, the supporting (performing) TD may waive collection for direct c
incurred in support of a customer technology directorate program, at the discretion of the s
ing technology  director consistent with prudent business practices.

3.3.8.4. For programs assigned to AFMC organizations other than laboratories, para 3
applies.

3.3.8.5. All direct and variable indirect costs, except military pay, are reimbursable for supp
Air Force organizations outside AFMC, unless the  reimbursement is waived by the techn
director. 

3.3.8.6. All costs, except military pay, are reimbursable for support provided to other no
Force DoD organizations.  However, in cases of mutual benefit and joint participation, the
nology director may negotiate the technology directorate’s contribution, defining each pa
pant's contribution.  An MOA, documenting the cost-sharing agreement, will explain the
participation project and how the monetary percentage of benefit was determined for each 
pant.  Normally, entire categories of expense will not be assigned to just one of the participa
funding.  Each participant will share the total cost of the entire project.  Similar joint particip
efforts may be arranged between the TDs and other Air Force organizations.

3.3.8.7. All costs, including military pay but excluding user charges, are reimbursable for su
to non-DoD federal departments and agencies.

3.3.8.8. All costs, including military pay and user charges prescribed in DFAS-DE 7000-
reimbursable for support to nonfederal organizations.

3.3.8.9. The guidance of the Air Force is not to compete with private industry for nongovern
work. This guidance applies to work or services provided under the authority of 10 U.S.C. 2
Work, however, may be accepted from industries or individuals if they have a contract with 
eral government agency that requires the work, or they meet the provisions of Title 10 U
2539b.  Work may be performed directly for all federal agencies or federal government co
tors performing operational test and evaluation  activities as set forth in AFI 99-102.  Wor
also be performed under federal cooperative arrangements involving independent resea
development program. See FARs 31.205-18, 45.406 and 45.407.

3.4. Areas of Responsibility.

3.4.1. HQ AFMC :

3.4.1.1. Sets guidance for and resolves queries about defining direct, indirect and overhea

3.4.1.2. Provides guidance on interservice policies and procedures affecting laboratory sup
other DoD activities.

3.4.1.3. Issues instructions for programming and budgeting for laboratory operations.

3.4.1.4. Creates procedures to ensure reporting on status of customer funds (incoming
orders).
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3.4.1.5. Issues direct and reimbursable budget authority  to the TDS under guidance from 
FM.

3.4.1.6. Periodically adjusts total operating program to make it consistent with custome
grams and projects scheduled for support.

3.4.1.7. Maintains  accounting policies and procedures for recording laboratory and TD s
costs charged to customer programs and obtaining reimbursement from customer program

3.4.1.8. Monitors a JOCAS II operated for AFRL and its TDs  that provide internal reportin
managing and a system for determining the cost of products and services.

3.4.2. Program Managers (Customers) Requiring Laboratory and Technology D i rec tora te
Support.

3.4.2.1. For programming and budgeting purposes, identify requirements of the technology
torates that customarily support their programs.  Include source of requirement (DoD, oth
eral government, or non-federal and commercial organization).

3.4.2.2. Program and budget for estimated direct costs of support provided by the TD.

3.4.2.3. Issue funded project order (or equivalent) to the performing TD providing the su
(Attachment 2 includes AFRL TD addressee office symbols for receipt and managem
project orders.)

3.4.2.4. Promptly inform performing TD  of all changes to planned support required.

3.4.2.5. Promptly prepare amendments to project orders to cover charges in costs or cl
completed project orders.

3.4.3. AFRL TDs.

3.4.3.1. Promptly give program managers estimates of costs of technology directorate sup

3.4.3.2. Work out written agreements with program managers on services to be perform
estimated funding required by fiscal year.

3.4.3.3. Budget for institutionally funded costs (DBA) and anticipated reimbursements (RB

3.4.3.4. Provide required technology directorate support after funded orders are received
port for ongoing efforts may continue at the beginning of a fiscal year when receipt of a fu
project order is delayed due only to administrative lag time (para 2-4a)).

3.4.3.5. Promptly inform program managers on schedule, cost, or capability changes.

3.4.3.6. JOCAS II will be used to support all billing documentation.  If a customer routinely n
additional detailed information, that will be made known and agreed to during the plannin
negotiating stages; any related costs will be charged as a direct reimbursable cost.

3.5. Funding Procedures.

3.5.1. Documentation Cycle. The following three steps are analogous to a program manager se
and obtaining a contract with a commercial concern: (1) A request for proposal is prepared,
offer is made by the contractor, and (3) an acceptance (agreement) is consummated.  Simila
gram managers obtain an agreement for in-house support of their programs.  First, they ident
requirements.  Second, the supporting technology directorate indicates its capability and pro
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cost estimate.  Third, the program managers include in their program objective memorandum (
budget estimate submission (BES) documentation the requirement for direct funds to reimbu
research site for its support, and the laboratory will include the reimbursable direct support co
total operating program.  These three steps require the following:

3.5.1.1. The program manager will prepare a PID/PRD.  The format will be specified by the
porting (performing) technology directorate.  The PID/PRD introduces a program to the su
ing technology directorate.  It must include enough information so the laboratory can evalu
ability to provide the support and prepare a cost estimate. Although the first PID/PRD m
made early enough to permit alignment of funds between the customer program direct fund
the technology directorate support (reimbursable) program at time of POM preparation, th
not preclude further refinement of the support requirement before a project order is issued
start of program execution.

3.5.1.2. The supporting (performing) technology directorate will then prepare a Statem
Capability (SOC) or optional AFMC Form 607, Budget Estimate Agreement.  The SOC informs
the program manager about the technology directorate’s ability to support the program.  Th
porting technology directorate will specify the format.  The SOC will also have cost inform
(how much DBA by fiscal year the program manager should expect to need to reimburse th
nical directorate).  An AFMC Form 607 may be used for providing a documented cost estim
will be signed by both the performing and ordering activity authorized representatives, as no
the form.   

3.5.1.3. The program manager next prepares a program manager acceptance document 
and sends it to the supporting technology directorate.  The program manager and the tec
directorate will jointly specify the format.  The PMAD substantiates the inclusion of RBA
AFRL’s total operating program and provides a measure of POM/BES consistency betwe
technical directorate’s reimbursable program and the program manager's direct program.

3.5.2. Release of Project Orders.

3.5.2.1. Program managers will issue project orders (or equivalent documents e.g., AFMC
277, if the program manager is assigned within the supporting research site/technology d
ate) to the supporting research site/technology directorate at least 30 days before the begi
the required support (except for support scheduled to begin in October, in which case the 
orders are due 1 October).  Dollar amounts on project orders will be consistent with the neg
cost determined in para 3.5.1.

3.5.2.2. Project orders will be classified (as decided by both the program manager and t
forming directorate) to show reimbursement guidance, whether reimbursable billings sho
direct cost only or full cost, including a distribution of the indirect and overhead costs.  The
sification will relate to the categories described in columns (2)-(9) of attachment 1.  The cl
cation may, for example, be indicated by a sentence on the project order, stating in sub
"This customer order should be billed as a non-USG and US Commercial User -- see atta
1, column (9)."

3.5.2.3. Separate project orders will be required for laboratory support of FMS cases.  T
Form 185 will include the FMS case and line number shown in item 8 and the complete ac
ing classification for the FMS case shown in item 9.  The project order will include any nece
instructions on how reimbursable costs should be figured.
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3.5.3. Administering Accepted Project Orders.

3.5.3.1. Changes to support costs after acceptance of a project order will be negotiated in
between the supporting technical directorate and the program manager.  An amendmen
project order will be issued, as required.  If the project order is canceled, the program man
responsible for termination costs.

3.5.4. Procedures Established by Other Services .  Laboratory mission program managers w
comply with procedures established by the Army and Navy in defining requirements and requ
estimates for support when such support is obtained from these services.

3.5.5. Laboratory Administrative Responsibilities.

3.5.5.1. Provide budget authorizations received to the servicing AFO for recording i
accounting records.

3.5.5.2. Accept only properly documented project orders or equivalent documents (DFA
7070.2-R).

3.5.5.3. When ordering secondary support from another activity, finance the costs of the s
by issuing a project order to the activity that will provide it. The project order will cite the orde
research site’s M&S reimbursable account (696000). Costs incurred by the activity providi
secondary support will be billed to the research site requesting the support.

3.5.5.4. When the customer activity and the performing activity are not under the same
mander, the customer activity will normally use a project order to make funds available for
bursing work accomplished (DFAS-DE 7070.2-R). Generally, for the performing activit
accept the project order, most of the work must be done in-house on a reimbursable basis
amount of the reimbursement must be determined through JOCAS II.  If the customer ac
funds are to be direct cited, some other funding document will be used; for example, AF
616, Fund Cite Authorization (FCA) , or AF Form 830, Procurement Directive.

3.5.5.5. When the customer activity (for example, program office) is within the technical dire
ate  that is providing the support, AFMC Form 277, Reimbursable Order/Request for Support
from Other Agencies, will be used instead of AF Form 185 to obligate the RDT&E mission p
gram funds.  AFMC activities will use AFMC Form 277 to order in-house technical effort f
elements within the same ordering activity (intraorganizational order). Discontinue use of A
Form 277  for technical effort from non-DoD federal agencies that are not government o
government operated (GOGO) activities. Transactions between DoD and other governmen
cies, except NASA, are governed by the Economy Act.  Generally, DD Forms 448, Military
Interdepartmental Purchase Request (MIPR), will be used when ordering good and servic
under the Economy Act (Comptroller General Decision B-246773). For in-house technical 
the ordering activity, execution office, acceptance office and performing activity budget o
functions may be completed by the same office.  Specific guidance for using AFMC Form 
contained in attachment 6.  For NASA transactions, follow the guidance in DFARS Su
208.71.

3.5.5.5.1. Mission program funds will be obligated in the month the support is to begin.

3.5.5.5.2. The amount obligated will be based on the best estimate of total obligations
incurred.
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3.5.5.5.3. Intraactivity orders will be administered the same way that interactivity pr
orders are administered.  When the customer program funds and the performer program
are both same-year RDT&E accounts, use sales code 39. When the customer RDT&E
and the performer funds are different fiscal years, use sales code 18.

3.5.5.5.4. On completion of the effort, M&S program-related accounts receivable record
be adjusted to show the expensed account as filled, the amount unfilled, and amount co

3.5.5.6. In billing for reimbursable costs for laboratory support, use SF 1080 to bill for 
recorded in the JOCAS II.  For Air Force users, the SF 1080, Appropriations and/or Funds (in
both billing and collection sections) will be completed and the servicing  DFAS Operating L
tion (OPLOC) will handle the expenditures as a “for self” payment if it services both the tech
directorate and the customer.  The OPLOC will handle expenditures as a "for others" paym
the customer is serviced by a different OPLOC.  Information provided to support billings w
limited to information readily available from cost accounting records.  When requested o
project order, a copy of the billing document will be mailed to the program manager at the
time as release of the "for others" transaction.

3.5.5.7. Use element of expense/investment codes (EEIC) 59913 and 59914  to identify i
costs and EEIC 59923 and 59924 for overhead  costs that are reimbursable from custome
DBA EEIC 59901 account will be credited for the total of 59913 and 59923 and DBA EEIC 5
will be credited for the total of 59914 and 59924.  The RBA EEIC 599 account will be debite
a like amount.

3.5.5.8. On an optional basis, when a technical directorate is both the customer and the pe
technical directorate civilian pay may be treated as a refund between the M&S direct BPAC
mission program  direct BPACs.  This will be done by charging EEIC 392RR in the M&S d
BPACs and charging the proper mission program direct BPACs.  Costs first incurred in the
direct BPACs will be transferred on a refund basis from the M&S direct to the M&S reimbur
BPAC using the pertinent EEIC originally bearing the costs.  All accounting records, to in
the DoD Budget Guidance Manual Reports - Civilian Manpower and Funding, R
DD-COMP(AR)1092, must reflect accurate civilian pay data for both direct and reimburse
obligations.

3.5.5.9. Ensure that reimbursement costs for laboratory support are not incurred until p
orders or other authorized funding documents are received or until there is reasonable as
that a valid customer obligation exists.

3.5.5.10. Promptly notify program managers of support effort subject to rescheduling beca
acceptance of a higher priority effort.  If work has not started on an accepted project order 
technical directorate cannot provide the required support as scheduled for any valid rea
attributable to the program manager, the customer will be notified and given an opportun
withdraw or amend the project order.  Review every reimbursable order with expiring year 
and provide program managers a statement in writing no later than 90 days before the en
fiscal year if a funding adjustment is required prior to funds expiration.

3.5.5.11. Amend project orders with the ordering program manager when cost of performa
schedule slippage indicates need to decrease or increase the ceiling amount.  Orders are 
before cost of performance has exceeded 75 percent of the current ceiling amount (DF
7070.2-R).
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3.5.5.12. Help close out completed project orders.

3.6. Program Management Interface.

3.6.1. Financial policies prescribed in this instruction are not intended to change program m
ment responsibilities.

3.6.2. Authorizations for end items of equipment, facility projects, manpower, contract technic
vices, and other services under DCSs and SSOs outside the comptroller functional area will
processed as required by directives for the functional areas.

3.7. Prescribed Form. AFMC Form 277.

RICHARD T. ECKHARDT,   SR.
Deputy Director, Financial Management & Comptroller
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Attachment 1                                                                                                                                                       
LABORATORY REIMBURSEMENT GUIDE MATRIX
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Attachment 3                                                                             Attachment 3             
PUBLIC  LAW 103-160, SECTION 846                             

(AS AMENDED BY PL 105-85, SEC. 842, 18 NOV 97)

PUBLIC LAW 103-160, SECTION 846
(As amended by PL 105-85, Sec. 842, 18 Nov 97)

IMPROVEM ENT OF PRICING POLI CIES FOR USE OF MAJOR RANGE AND TEST
FACILITY IN STALLATI ONS OF THE MIL ITARY DE PARTMENTS

(a) In General. - Chapter 159 of titl e 10, United States Code, is amended by inserting after section 2680
the following new section.

" Section 2681. Use of test and evaluation installations by commercial entities

(a) CONTRACT AUTHORITY.- The Secretary of Defense may enter into contracts with
commercial entities that desire to conduct commercial test and evaluation activities at a Major Range and
Test Facili ty Installation.

(b) TERMINATION OR LIMITATION OF CONTRACT UNDER CERTAIN
CIRCUMSTANCES.- A contract entered into under subsection (a) shall contain a provision that the
Secretary of Defense may terminate, prohibit, or suspend immediately any commercial test or evaluation
activity to be conducted at the Major Range and Test Facility Installation under the contract if the
Secretary of Defense certifi es in writing that the test or evaluation activity is or would be detrimental-

(1) to the public health and safety;
(2) to property (either public or private); or
(3) to any national security interest or foreign policy interest of the United States

(c) CONTRACT PRICE.- A contract entered into under subsection (a) shall  include a provision
that requires a commercial entity using a Major Range and Test Facil ity Installation under the contract to
reimburse the Department of Defense for all direct costs to the United States that are associated with the
test and evaluation activities conducted by the commercial entity under the contract.  In addition, the
contract may include a provision that requires the commercial entity to reimburse the Department of
Defense for such indirect costs related to the use of the installation as the Secretary of Defense considers
to be appropriate.  The Secretary may delegate to the commander of the Major Range and Test Facility
Installation the authority to determine the appropriateness of the amount of indirect costs included in
such a contract provision.

(d) RETENTION OF FUNDS COLLECTED FROM COMMERCIAL USERS. - Amounts
collected under subsection (c) from a commercial entity conducting test and evaluation activities at a
Major Range and Test Facili ty Installation shall be credited to the appropriation accounts under which
the costs associated with the test and evaluation activities of the commercial entity were incurred.

(e) REGULATIONS AND LIMITATIONS. - The Secretary of Defense shall prescribe regulation
to carry out this section.
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(f) DEFINITIONS. - In this section:
(1) The term "Major Range and Test Facility Installation" means a test and evaluation

installation under the jurisdiction of the Department of Defense and designated as a Major Range and Test
Facility Installation by the Secretary.

(2) The term "direct costs" include the cost of -
(A) labor, material, facilities, utilities, equipment, supplies and any other resources

damaged or consumed during test or evaluation activities or maintained for a particular commercial entity;
and

(B) construction specifi cally performed for a commercial entity to conduct test and
evaluation activities.

(g) TERMINA TION OF AUTHORITY. - This authority provided to the Secretary of Defense by
subsection (a) shall terminate on September 30, 2002.

(h) REPORT. - Not later  than March 1, 1998, the Secretary of Defense shall submit to the
Committee on Armed Services of the Senate and the Committee on National Secur ity of the House of
Representatives a report  identifying existing and proposed procedures to ensure that the use of
Major  Range and Test Facility In stallations by commercial entities does not compete with pr ivate
sector test and evaluation servi ces."

(b) CLERICAL AMENDMENT. - The table of sections at the beginning of such chapter is
amended by inserting after the item related to section 2680 the following new item:

"2681. Use of test and evaluation installations by commercial entities."
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TEST CENTER REIM BURSEMENT GUIDANCE MA TRIX
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REIMB URSABLE CODE TA BLE BY CUSTOMER
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Attachment 6                                                                                                                                             
INSTRUCTIONS FOR COMPLETIN G AFMC FORM 277

1.  Gener al I nstr uctions.
a.  The ordering activity will  determine if an order serve a bona fide need in the year of the appropriation;
otherwise, a valid obligation does not exist.
b.  The performing activity must begin work within a reasonable period of time after accepting an order.
c.  The order is comparable to a contact placed with a commercial concern.  Do not use orders to
circumvent provisions of law, accomplish what directives and instruction do not permit, or continue an
appropriation.
d.  DoD and Air Force policy is that when a reimbursable order is accepted, an obligation is incurred and
remains on the accounting records of the ordering activity until li quidated, terminated, or otherwise
closed out.  This rule also applies to a direct cite order, except that the obligation is incurred when the
contract is signed.
e.  Orders citing 3010, 3020, and 3080 funds must comply with the “full funding”  policy according to
AFI 65-601, Volume 1.

2.  Requirements for In-house Technical Effor t.
a.  The ordering activity will  provide the performing activity advance planning data on requirements for
technical effort.  These data are included in a program introduction document (PID) or similar document
serving the same purpose.
b.  The performing activity wil l provide the ordering activi ty cost and capabi lit y data.  These data are
included in a statement of capabil ity (SOC) or similar document.
c.  The ordering activity, after further negotiation i f necessary, will  issue a reimbursable order to the
performing activity for final acceptance.

3.  Responsibi liti es and Procedures for Or der s Perfor med In-house.
a.  Acceptance Office:

(1)   Accepts, controls and clears all  incoming orders.
(2)  Receives and coordinates responses on PIDs, SOCs and orders.
(3)  Finalizes agreement arrangements after discussion with ordering activi ties.
(4)  Initiates acceptance of orders, provides copies to the ordering activi ty and distributes copies of

accepted orders to the DAO and to other offices as local ly determined.
(5)  Monitors progress through status inquiries.  When reimbursable orders are 75 percent complete or

when 75 percent of the available funds have been used, reviews the project for fund requirements.  Take
immediate action to obtain additional funds or release excess funds, as appli cable.

(6)  Provides estimate of anticipated reimbursement to the budget office.
(7)  Designates the off ice responsible for completing the order.
(8)   Informs the DAO when the order is completed and ensures al l actions are completed before

closing the order.
(9)  Prepares AF Form 406, Miscellaneous Obligation Reimbursement Document (MORD), to record

an order received by phone or electronic media and ensure AFMC Forms 277 are subsequently received
and MORDs are closed out.

b.  Execution Offi ce (r esponsible for  completing wor k requested):
(1)   Provides planning estimates to the acceptance off ice as needed.
(2)   Reviews cost and status reports to provide revised or supplemental funding requirements.

Informs acceptance offi ce when reimbursable orders are 75 percent complete or when 75 percent of the
avai lable funds have been used.

(3)   Informs the acceptance office when a reimbursable order is completed.
(4)   Informs the acceptance office regarding new or change requirement, work stoppages, schedule

variations, or cost changes.
(5)  Prepares MORDs when emergency work is started before receipt of a valid order.
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